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EXECUTIVE SUMMARY 

On Nov. 29, 2017, the Undergraduate Student Government adopted Resolution 50-R-24, which 
calls on the university’s Office of Investments to “divest from Duke Energy, Energy Transfer 
Partners, and the top 200 fossil fuel companies as reported by the Fossil Free Index.” 

University policy establishes a process for considering divestment proposals for non-economic 
reasons. The Office of Business and Finance is required to prepare a financial impact report to 
inform the Board of Trustees, which in turn will decide on a response to the proposal. 

The advocacy group Fossil Free says 894 institutions worldwide, including 42 U.S. educational 
institutions, had taken some kind of divestment action as of July 2018. These reflect a variety of 
policies — from commitments to action — that target various companies, ranging from coal 
companies to ones with broader holdings. There does not appear to be an authoritative 
accounting of institutions that have declined divestment requests. 

Ohio State and our third-party investment managers already adjust the university’s portfolio 
based on economic reasons, including the factors affecting particular industries. For example, the 
university ceased making new investments in oil and gas exploration and production three years 
ago and ramped up a $60 million investment in sustainable energy projects.  

A shift toward making investment decisions for non-economic reasons would be a broad 
departure from our current investment strategy. 

The university’s financial analysis shows that the USG proposal would have implications far 
beyond the “fossil fuel” companies identified in Resolution 50-R-24. About 80 percent of the 
university’s holdings in public equities are invested through co-managed funds or broad market 
indices. The university does not determine the particular stocks within these funds or indices.  

To exclude particular companies or sectors from the portfolio would therefore require the 
university to choose an alternative investment strategy in which Ohio State either micromanages 
individual holdings or selects broader funds that exclude certain companies or sectors. These 
options pose the following risks to the performance of the Long-Term Investment Pool.   

• Ohio State would be excluded from some high-performing funds that have supported the 
university’s investment strategy.  

• Our investment pool would be less diverse, and therefore more susceptible to market 
fluctuations. 

• The university would likely incur higher management fees to obtain more control over 
individual investments within our portfolio. 

The Long-Term Investment Pool exists to support the university’s academic mission, so any 
weakening of performance would reduce the resources available for priorities such as student 
scholarships and faculty positions.  

The university typically budgets an 8 percent annual return, net of management fees, based on 
the performance of the portfolio since the establishment of the Office of Investments. If the LTIP’s 
performance declined to 7 percent annually, the university would lose out on more than $690 
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million in growth over a decade. That equates to $30.5 million less per year in distributions that 
would be available to support university priorities. 

It is impossible to forecast how divestment would affect Ohio State’s portfolio given that the 
university already responds to economic factors that affect the performance of different 
industries, “fossil fuel divestment” has a relatively short history and there is wide variation in how 
other institutions have addressed these issues. 

One of the broadest studies of non-economic divestment — across a variety of issues — involves 
the California Public Employees’ Retirement System, the largest public pension fund in the United 
States. CalPERS determined that six divestment actions since 1998 (none of which targeted fossil 
fuels) cost that portfolio about $8 billion through Dec. 31, 2014. In light of the study, CalPERS is 
rethinking its approach to divestment.  

Research suggests that divestment in fossil fuels might have a symbolic impact but is unlikely to 
produce environmental benefits. 

“Divestment campaigns, considered on their own, have not been especially effective as a means 
of significantly reducing CO2 emissions, and they are not likely to become more effective over 
time,” wrote Tyler Hansen and Robert Pollin of the Political Economy Research Institute at the 
University of Massachusetts Amherst. 

Taken together, these findings lead to the following conclusions about the potential fiscal impact 
of the USG divestment proposal on Ohio State’s investments: 

• Divestment for non-economic reasons would require a broad shift in our investment 
strategy that could depress our performance and/or increase management costs.   

• Over a decade, missing our 8 percent performance target by 1 percentage point would 
cost the university $30 million in annual support for student scholarships, faculty positions 
and other academic priorities. 

• Divestment actions are unlikely to provide environmental benefits. 

Recommendation: Ohio State should continue our current investment strategy, which allows the 
university to respond to economic trends in the energy sector and sustainability. For example, 
the university has already ceased new investments in oil and gas exploration and ramped up 
investments in sustainable energy projects. The USG proposal should be declined. 

Note: This analysis focuses on how the USG proposal would affect the Long-Term Investment 
Pool.  

With more than 500 Ohio State researchers and nearly 100 student organizations focused on 
sustainability and/or energy use, a divestment decision could have implications for many other 
areas of the university. Likewise, our approach to this issue could affect support from donors and 
research sponsors. 
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IMPACT REVIEW REPORT – FOSSIL FUEL DIVESTMENT 

THE USG RESOLUTION 

On Nov. 29, 2017, the Undergraduate Student Government adopted a Resolution 50-R-24, which 
concluded: 

• Therefore, Let it Be Resolved that The Ohio State University Undergraduate Student 
Government asks The Ohio State University administration and the Office of Investments 
to divest from Duke Energy, Energy Transfer Partners, and the top 200 fossil fuel 
companies as reported by the Fossil Free Index, and 

• Let it Further Be Resolved that the Undergraduate Student Government encourages The 
Ohio State University to invest in corporations not immediately complicit in the destruction 
of our environment via involvement in fossil fuel extraction, production, and transfer. 

The university’s investment policy (5.90) establishes the university’s fiduciary responsibility as 
well as a process for considering divestment requests for non-economic reasons: 

• Section II J2: “To meet its fiduciary responsibility to its academic programs and its 
donors, the university seeks to maximize its investment returns within appropriate levels 
of risk under guidelines established by the Board of Trustees as granted by the Ohio 
Revised Code. As a public institution, the university also recognizes a duty to support 
larger societal objectives as well.” 

• Section II J3: “Divestment for non-economic reasons should be recommended through 
the governance process, i.e. student government, University Senate, or an appropriate 
committee or decision-making body. That recommendation must be brought forward for a 
vote by the Board of Trustees, accompanied by an impact review report from the senior 
vice president for business and finance regarding the potential impact of the proposed 
divestment on the LTIP. 

The Office of Business and Finance has produced this impact report to inform the Board of 
Trustees’ discussion of this topic.  
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FOSSIL FREE DIVESTMENT  

The USG resolution calls on the university to divest “the top 200 fossil fuel companies" (as 
reported the advocacy group Fossil Free1, plus two companies — Duke Energy and Energy 
Transfer Partners.  

Fossil Free supports divestment campaigns in communities worldwide. The group compiles its 
Carbon Underground 200 list based on the following definition: “the top 100 public coal 
companies globally and the top 100 public oil and gas companies globally, ranked by the 
potential carbon emissions content of their reported reserves.”2 

There are about 7,000 colleges and universities in the United States. Fossil Free says 42 U.S. 
educational institutions are among 894 institutions (in all industry sectors) worldwide that had 
taken some kind of divestment action as of July 5, 2018. Most of the schools listed are small, 
private and/or have made targeted divestment decisions.  

In many cases, educational institutions have developed policies that distinguish between direct 
investments (in which they hold ownership in a stock) vs. indirect investments through funds or 
indexes. These divestment actions also vary in how they define the type of investments that are 
acceptable. 

 

The University of Maryland is the only Big Ten school listed. In 2017, Maryland announced that it 
would not directly invest in Carbon Underground 200 companies and would encourage third-
party managers to make sustainable investments. At the time, Maryland did not directly hold any 
stocks from the Carbon Underground 200 list. 

The University of Dayton, a private Catholic school, is the only Ohio university on the Fossil Free 
list.  

 

                                                           
1 https://gofossilfree.org/divestment/commitments/ 
2 https://gofossilfree.org/top-200/ 
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THE LONG-TERM INVESTMENT POOL 

Ohio State utilizes our Long-Term Investment Pool (LTIP) to provide ongoing, stable support for 
our mission as a national flagship public research university.  

The LTIP contains thousands of endowments funded by private gifts, strategic investments by the 
university, and strategic savings that protect the financial health of the university and Wexner 
Medical Center. 

The LTIP had a market value of $5.2 billion as of June 30, 2018.  

The university makes distributions each year to support student financial aid, faculty positions, 
research and the other priorities reflected in our endowments. These distributions totaled $201.5 
million in fiscal 2018. The university distributes funds based on 4.5 percent of the 7-year rolling 
average of the market value per share. 

 

The university has few examples of divestment for non-economic reasons. Ohio State has 
previously divested from investments in South Africa (1985) and the Sudan (2008) based on 
human rights concerns. Other than those exceptions, the university has followed an investment 
strategy that prioritizes generating returns to benefit the academic mission.  

The USG resolution related to fossil fuels is the first divestment initiative to be approved through 
the campus governance system in recent years.  
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FINANCIAL IMPLICATIONS OF THE USG PROPOSAL 

Although the USG resolution is focused on “fossil fuel” investments, it would prompt a much 
broader change to the way Ohio State manages the Long-Term Investment Pool.  

The Office of Investments establishes the university’s overall investment strategy — including the 
asset allocation mix and tactics to mitigate downside risk — and selects fund managers with 
proven records of success. The university does not pick individual stocks in which to invest. 
Instead, these outside fund managers make decisions about individual investments based on 
their financial assessments and strategies.  

This practice, which is common among large endowments, allows the university’s Office of 
Investments to focus on broad growth and risk-mitigation strategies for the LTIP while relying on 
outside experts to implement those strategies on a daily basis.  

As of June 30, 2018, $2.3 billion of the LTIP was invested in public equities, representing 
43.9 percent of the LTIP’s total market value.  

The USG resolution, if adopted, would require the university not only to divest from the named 
companies — it would require the university to exit the vast majority of our current public equity 
investments. That is because about 80 percent of these investments are either in “co-mingled” 
funds — where there are multiple investors participating — or in broad public indexes such as the 
S&P 500. In both cases, Ohio State could not dictate the selection of stocks. 

The S&P 500, Russell 2000 and ACWI all include companies that are part of the Carbon 
Underground 200 list, representing 0.75% to 5.74% of those indices. Ohio State does not reveal 
specifics of our holdings to protect our competitive position, but the university’s public equities 
fall within a similar range for Carbon Underground stocks. 

There are “fossil free” indexes available that exclude companies based on various definitions. 
These funds, by definition, are narrower than the broad indexes and would therefore limit the 
university’s ability to diversify our investments to fully maximize returns and reduce volatility. 

There is conflicting research about the economic benefits and risks of eliminating “fossil fuel” 
stocks from an investment portfolio.  

A March 2017 study by NEPC3 reported that comparisons between the ACWI index and an ACWI 
index that excludes fossil fuel stocks is “largely dependent on changes in oil prices.” The study 
notes that a sharp decline in oil prices since June 2014 has resulted in stronger performance for 
the fossil free index in recent years.  

The NEPC report cautions that “future performance may be different than the last five years and 
the time period analyzed is relatively short.” Over a longer span, the energy sector has 
outperformed the broader market for some periods and underperformed in other periods. 

                                                           
3 http://www.nepc.com/insights/fossil-fuel-divestment-considerations-for-institutional-portfolios 
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Notably, a discussion of the financial pros and cons of investing in this sector of the economy 
does not inform the university’s consideration of the USG proposal because it would base a 
divestment decision on non-economic reasons. 

Under the university’s current investment policy and strategy, Ohio State adjusts our investment 
strategies based on economic trends and the relative strengths of different sectors over time. 
Therefore, the financial performance of this sector is already part of the university’s investment 
approach.  

For example, the university ceased making new investments in oil and gas exploration and 
production three years ago and ramped up a $60 million investment in sustainable energy 
projects. Ohio State continues to pursue other investments in renewable energy or other 
sustainable projects. 

The university’s long-standing investment strategy is designed to maximize the performance of 
the LTIP to support Ohio State’s core academic mission. Strong, steady growth generates 
support for teaching, learning and research. If the university were to narrow the scope of 
acceptable investments based on non-economic factors, the university could harm the 
performance of the LTIP and thereby reduce the funds available for these academic priorities.  

The university typically budgets an 8 percent annual return, net of management fees, based on 
the performance of the portfolio since the establishment of the Office of Investments. If the LTIP’s 
performance declined to 7 percent annually, the university would lose out on more than $690 
million in growth over a decade. That equates to $30.5 million less per year in distributions that 
would be available to support university priorities. 

It is impossible to forecast how divestment would affect Ohio State’s portfolio given that the 
university already responds to economic factors that affect the performance of different 
industries, “fossil fuel divestment” has a relatively short history and there is wide variation in how 
other institutions have addressed these issues. 

One of the broadest studies of non-economic divestment — across a variety of issues — involves 
the California Public Employees’ Retirement System, the largest public pension fund in the United 
States. CalPERS determined that six divestment actions since 1998 (none of which targeted fossil 
fuels) cost that portfolio about $8 billion through Dec. 31, 2014. In light of the study, CalPERS is 
rethinking its approach to divestment.  
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OTHER CONSIDERATIONS 

Ohio State’s investment pool is, of course, not the primary expression of the university’s purpose 
and mission. 

As a leading national public research institution, the university has academic programs that 
involve students, faculty and researchers in a broad array of fields, including ones related to 
energy use and sustainability.  

More than 500 Ohio State researchers explore subjects such as cleaner energy sources, 
innovations to feed a growing population, and solving other sustainability challenges, locally and 
globally. In addition, nearly 100 student organizations focus on and conduct sustainability 
activities. 

A divestment decision could potentially affect students and faculty in those fields by sparking 
reactions from companies that provide career opportunities, fund student support programs and 
contribute to the university. For example, a corporate supporter told the University of Cincinnati 
in 20164 that a divestment proposal there would send the message that “We are not welcome on 
campus.” Of course, a divestment decision could also attract increased support from people or 
organizations that would view the policy positively. 

Likewise, it is impossible to know whether a divestment decision would have any impact — 
positive or negative — on donors’ willingness to contribute to Ohio State. About $2 billion of the 
LTIP’s market value are in gifted endowments — those originally funded by donors — and there is 
no clear indication of how these stakeholders would weigh the idea of limiting the investment 
strategy based on non-economic factors.  

In terms of environmental impact, a study5 by researchers at the Political Economy Research 
Institute at the University of Massachusetts Amherst found that divestment actions are unlikely to 
affect the targeted companies or produce environmental benefits. 

“Divestment campaigns, considered on their own, have not been especially effective as a means 
of significantly reducing CO2 emissions, and they are not likely to become more effective over 
time,” wrote researchers Tyler Hansen and Robert Pollin. 

Through a regression analysis, Hansen and Pollin attempted to determine the effects of 
divestment actions on the targeted companies. They found that divestment simply shifts 
ownership of company shares but is “strongly insignificant” in terms of the targeted companies’ 
share prices.  

 

 

 

                                                           
4 https://www.citybeat.com/news/article/13000155/divesting-debate 
5 https://www.peri.umass.edu/publication/item/download/776_f2ebdf4d75d893485f5840ba8a28d53c 



Appendix A: USG resolution 

Appendix A - 10 

 

 



Appendix A: USG resolution 

Appendix A - 11 

 

 



Appendix A: USG resolution 

Appendix A - 12 

 



Appendix B: Fossil Fuel Divestment Trends 
 

Appendix B - 13 

The advocacy group Fossil Free promotes fossil fuel divestment and tracks institutions that have 
participated.  As of July 5, 2018, the group listed 894 institutions that had committed or acted on 
some kind of fossil fuel divestment. Nearly half were faith-based or philanthropic organizations. 

 

How Fossil Free defines different kinds of divestment actions:  

• Fossil Free: An institution or corporation that does not have any investments (direct 
ownership, shares, commingled mutual funds containing shares, corporate bonds) in fossil 
fuel companies (coal, oil, natural gas) and especially, those in “The Carbon Underground: 
The World’s Top 200 Companies, Ranked by the Carbon Content of their Fossil Fuel 
Reserves” and committed to avoid any fossil fuel investments in the future 

• Full: An institution or corporation that made a binding commitment to divest (direct 
ownership, shares, commingled mutual funds containing shares, corporate bonds or any 
assets classes) from any fossil fuel company (coal, oil, natural gas) and especially, those in 
“The Carbon Underground: The World’s Top 200 Companies, Ranked by the Carbon 
Content of their Fossil Fuel Reserves.” 

• Partial: An institution or corporation that made a binding commitment to divest across 
asset classes from some fossil fuel companies (coal, oil, natural gas), and especially those 
in “The Carbon Underground: The World’s Top 200 Companies, Ranked by the Carbon 
Content of their Fossil Fuel Reserves”, or to divest from all fossil fuel companies (coal, oil, 
natural gas), and especially those in “The Carbon Underground: The World’s Top 200 
Companies, Ranked by the Carbon Content of their Fossil Fuel Reserves”, but only in 
specific asset classes (e.g. direct investments, domestic equity) 

• Coal and Tar Sands: An institution or corporation that made a binding commitment to 
divest (direct ownership, shares, commingled mutual funds containing shares, corporate 
bonds or any assets classes) from any coal and tar sands companies. 

• Coal only: An institution or corporation that made a binding commitment to divest (direct 
ownership, shares, commingled mutual funds containing shares, corporate bonds or any 
assets classes) from any coal companies.  

Faith-based 
Organization, 266

Philanthropic 
Foundation, 162Government, 149

Educational 
Institution, 140

Pension Fund, 90

NGO, 42
Other, 45

Institutions with fossil fuel divestment actions, worldwide
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CASE STUDIES (Market value as of June 30, 20176) 

Beyond the Fossil Free database, there does not appear to be a publicly available dataset about 
divestment decisions. The following case studies provide examples of some other institutions of 
note. 

• University of California ($9.8B) – Has sold off coal and oil sands investments and 
increased investments in renewable energy; the university has declined any blanket 
divestment. In June 20177, the university stated, “It is our intention to shift our holdings to 
cleaner energy investments over time based on market trends and opportunities rather 
than to give ourselves an arbitrary deadline that might put our financial stakeholders at 
risk. By doing so, we hope to strike a harmonious balance between our commitment to 
clean energy and our fiduciary responsibility to our endowment and our retirees.” 

• University of Maryland ($1.1B) – Listed as fully divested. In August 20178, Maryland 
announced that it had made no direct investments in Carbon Underground 200 
companies and had stated a preference to investment managers for “investments in 
renewable energy over fossil fuel, all else being equal.”  

• University of Massachusetts ($819M) — Listed as fully divested. In May 20169, 
Massachusetts announced that it was the first major public university to divest from direct 
holdings in fossil fuels.  

• University of Michigan ($10.9B) — Decided against fossil fuel divestment policy. In 
December 201510, Michigan’s president stated, “At this moment, there is no viable 
alternative to fossil fuels at the necessary scale. In addition, most of the same companies 
that extract or use fossil fuels are also investing heavily in a transition to natural gas or 
renewables, in response to market forces and regulatory activity. I do not believe that a 
persuasive argument has been made that divestment by the U-M will speed up the 
necessary transition from coal to renewable or less polluting sources of energy.” 

• New York City Retirement Systems ($182.3B) — Study underway after commitment to 
divest. In January 201811, The New York mayor and other leaders declared that all five city 
employee pension plans would divest from fossil fuel reserve owners within five years.  In 
April12, the city began work to develop a Request for Proposals to conduct a study of 
divestment for three of the funds (representing civilian employees, teachers and the 

                                                           
6 https://www.nacubo.org/Research/2009/Public-NCSE-Tables 
7 https://www.ucop.edu/investment-office/sustainable-investment/statement-on-fossil-fuels-climate-change-
and-ucs-investment-strategy.html 
8 http://www.usmf.org/files/resources/statement-from-the-ad-hoc-committee-for-socially-r.pdf 
9 https://www.umass.edu/newsoffice/article/umass-becomes-first-major-public 
10 https://president.umich.edu/news-communications/on-the-agenda/addressing-climate-change-as-a-
powerful-community/ 
11 https://comptroller.nyc.gov/newsroom/climate-action-mayor-comptroller-trustees-announce-first-in-the-
nation-goal-to-divest-from-fossil-fuels/ 
12 https://comptroller.nyc.gov/newsroom/mayor-de-blasio-comptroller-stringer-pension-fund-trustees-
launch-next-step-in-comprehensive-effort-to-divest-from-fossil-fuels/ 
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board of education). Two others (representing police and fire) oppose divestment and are 
not taking part. 

• Stanford University ($24.8B) — Listed as divested from coal; declined further divestment. 
In April 201613, Stanford’s board of trustees issued a statement saying, “We believe the 
long-term solution is for all of us to reduce our consumption of fossil fuel resources and 
develop effective alternatives. Because achieving these goals will take time, and given 
how integral oil and gas are to the global economy, the trustees do not believe that a 
credible case can be made for divesting from the fossil fuel industry until there are 
competitive and readily available alternatives. Stanford will remain a leader in developing 
such alternatives.” 

                                                           
13 https://news.stanford.edu/2016/04/25/stanford-climate-change-statement-board-trustees/ 
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